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Chairs Dela Cruz and Tsuiji, Vice Chairs Slom and Ward, and Members of the
Committee. Thank you for the opportunity to speak today on behalf of the Department
of Business, Economic Development &Tourism.

| have asked all of our relevant Division Heads and Attached Agency Directors to be
present to address their programs and statutory authorities.

| have also asked our Deputy Attorney General to be here to clarify any questions
regarding the powers and authorities of the Department itself.

To establish some context for your discussion today, | think it is worth giving some
perspective to DBEDT.

| ask you to consider that the entire DBEDT general fund budget is just over one-tenth-
of-one-percent (0.127 percent) of the total State budget. Ours is the second smallest
budget line in the state — only two-thirds of what is allocated to the Lt. Governor’s office.

DBEDT'’s percentage of general fund spending in 1991 was 2.3 percent of the budget.



Today, we have a Department that is understaffed and underfunded. As a result, we
have tried to maximize our resources and focus our mission to a few critical areas
where we believe we can make an impact, including building a 215t century
infrastructure in three key areas (energy, housing and high speed broadband), as well
as fostering the development of an ecosystem to support high growth companies.

Given the lack of internal DBEDT resources, we have aligned our Divisions and
Agencies around our High Growth Initiative, which Karl Fooks of the Hawaii Strategic
Development Corporation will elaborate on in his presentation.

| should also like to note that, while we have not been fully overlooked in the budget
process this year, the legislature has decided not to fund our modest staffing requests.
As a result, our staff is still at only 64 percent of the workforce we had before the Lingle
Administration’s Reduction in Force (RIF), and we have less than modest amounts of
programmatic funding.

Despite the fiscal challenges, we have made substantial progress in a number of key
areas which will be highlighted in our presentations. However, we believe our level of
contribution and impact on the economy could be substantially greater if we had
requisite resources.



2011-2013

Economic Development, Energy, Data and
Research, Housing and Land Use



DBEDT seeks to achieve a Hawaii economy that embraces innovation and is globally
competitive, dynamic and productive, providing opportunities for all Hawaii’s citizens.

In particular, DBEDT serves as an advocate for renewable energy development, a
resource for analytic data, and a facilitator for export business. DBEDT also fosters
planned community development, creates affordable workforce housing units in high-
quality living environments, and promotes innovation sector job growth.

Ouir first priority is to plan for the future and establish privately managed programs that
will form the foundation for supporting entrepreneurial high growth companies in Hawaii.

Hawaii needs new strategies to promote long term sustainable growth. Past experience
has shown us that the role of government is not to define and target growth areas, but
to be judicious and foster an environment for success where entrepreneurs can thrive
and grow.

It is important to promote new growth because we cannot continue to rely on tax
increases and cuts to government services as the only measures to address the
resource demands of our aging population, our

aging infrastructure and our large unfunded

liabilities.

To give some perspective on the resources
available to economic development, the entire
DBEDT budget is just over one-tenth-of-one-
percent (0.127 percent) of the total state budget.

Due to budget and spending reductions, our FY
2013 general fund appropriation remains at 63
percent of the department’'s FY 2009 general fund
budget.

The department was authorized a total of 124.5
general fund positions in FY 2009, which has been
reduced by 48 positions to 76.5 positions in FY
2013, reflecting a decrease of 48 percent in total
positions.

Nevertheless, the department has contributed
significantly to its mission of supporting the
business community in Hawaii, and creating an
entrepreneurial environment that embraces
innovation and initiative.



Green Infrastructure Financi ng Program Passes Legislation

The green infrastructure financing program (SB1087) was passed by the Hawaii State
Legislature during the 2013 session. This financing program will help increase
penetration of clean energy throughout Hawaii, especially in the underserved markets
such as low income homeowners, renters, churches, and non-profits. This innovative
financing program leverages public and private capital for the issuance of low-cost
bonds with no additional liability to the state and with no use of general funds.

Energy Savings Performance Contracting

Hawaii is ranked No. 1 in the United States for investment in energy savings
performance contracting (ESPC) for public buildings per capita, according to a ranking
published by the Energy Services Coalition. As of October 2012, the State of Hawaii
had invested $132.25 per capita, an increase from its previous figure of $117.09 per
capita. The award recognized Hawaii for its outstanding commitment to energy
efficiency, environmental stewardship and economic development through ESPC.

International Agreements
The State Energy Office coordinated international agreements to promote Hawaii as a
test bed location for clean energy development:

X In November 2011, the State signed a Memorandum of Understanding (MOU)
with Japan-based New Energy and Industrial Technology Development
Organization (NEDO) to build a first-of-its-kind smart grid demonstration on the
island of Maui.

X In February 2012, the State signed an LOI with the Republic of Korea Ministry of
Knowledge Economy (MKE) to pursue mutual interests in smart grid
development in the state.

X In August 2012, the State signed an MOU with the China Council for the
Promotion of International Trade (CCPIT) to facilitate a matchmaking process
between interested Chinese clean energy investors and developers with Hawalii
clean energy projects in need of capital or partners.

Interisland Cable

In June 2012, Gov. Abercrombie signed into law the bill aimed to move Hawaii forward
in reducing its dependence on imported oil. The measure enacted is SB 2785, known as
Act 165. Senate Bill 2785 establishes a regulatory structure for the installation and
implementation of an interisland high-voltage electric transmission cable system and for
the construction of on-island transmission infrastructure.

Hawaii Clean Energy Programmatic Envi ronmental Impact Statement (PEIS)

The State of Hawaii/DBEDT assisted the U.S. Department of Energy with the Hawaii
Clean Energy Programmatic Environmental Impact Statement (PEIS) public hearings in
September 2012. The PEIS will analyze, at a programmatic level, the potential
environmental impacts of clean energy activities and technologies with the potential for
near-term development or application in Hawaii. As a cooperating agency, the State



Energy Office helped facilitate public comments on the scope of the PEIS and continues
to gather reports, assessments, and other resources to be included in the PEIS.

EV Program Concludes with 700% Rise in Registrations

The State Energy Office completed the electric vehicles (EV) rebate and grant program
with a 700-percent increase EV’s on island roads since the program began in 2010.
Funded by the American Recovery and Reinvestment Act (ARRA), the “Hawaii EV
Ready” program provided consumer rebates and assisted with the installation of
hundreds of EV charging stations statewide from August 2010 through December 2012.
The purpose of the program was to help accelerate EV adoption across Hawaii by
providing rebates and grants to stimulate the demand of EVs and charging
infrastructure.

Hawaii Clean Energy Initiative (HCEI)

The State is making strides towards reaching its HCEI goal of 70 percent clean energy
by 2030 — 40 percent Renewable Portfolio Standards (RPS) and 30 percent Energy
Efficiency Portfolio Standards (EEPS). With the next RPS benchmark less than two
years away (15 percent RPS by 2015), the State’s current RPS level is at 13.74 percent
(graph above), while the current EEPS level is at 16.36 percent.



Re-establish Management of Hawaii Film Office  — The state
film commissioner who had been laid off in 2009, re-applied for
and was selected for the position of manager, Film Industry
Development Branch (aka Hawaii Film Office). Reinstatement
of this position brought stability back to the office and has
given the state access again to the decade of expertise in management of the office and
particularly tax credit program.

Increase to Hawaii Production Tax Credit in 2013 session — The Legislature voted to
increase the film production tax credit and extend the sunset date to 2019 with an
increase in the per production credit cap. Still, staff worked through 2012 and 2013
sessions to educate legislators and Administration about the importance of a
competitive tax credit program and its economic value of it to the state. The increase
now known as Act 88/89 will provide a 5 percent increase to the existing base credit, for
a total of 20 percent for productions on Oahu and 25 percent for the Neighbor Islands of
Maui, Molokai, Lanai, Kauai, and the Big Island. The per-production credit cap has
increased from $8M to $15M; internet-only distribution is now a qualified activity, state
and county location and facilities fees may be claimed as qualified expenses; and the
sunset date has been extended to January 1, 2019.

CIP Projects for Hawaii Film Studio  — Over the past two legislative sessions the Film
Office has secured $5.1M in Capital Improvement funding for improvements at the state
owned and operated Hawaii Film Studio. Monies will go toward upgrading the facility
and replacing the 20 year old A/C system on the studio’s 16,500 sq. ft. soundstage (the
only soundstage of its kind in the state). In addition to the $5.1M CIP, the Film Office
received $250,000 in CIP monies for a feasibility study to determine the best location
and cost to develop a new digital media complex in Hawaii.

Film Permits — The Film Office
processed more than 1,000 film
permits for more than 2,000 state
film locations. As a core function of
the Hawaii Film Office, film
permitting is a time consuming and
labor intensive responsibility of film
office staff that often requires the
manager of the program to step in to
mitigate situations either in the
approval process and quite often
when filming activity does not go as
planned and damage control is
necessary.



ePermitting — the Hawaii Film Office has established a new 24/7 online permitting
system for our DLNR pre-approved sites on every island. The new system is ready to
launch and will streamline the process for our “known” film companies to access these
pre-approved locations. The convenience to the applicants is that they can apply for as
many permits as they like, whenever they like, from wherever they have access to the
internet, and receive them virtually instantly. Although currently free of charge, each
ePermit will cost a $10 “convenience fee” that Hawaii Information Consortium (HIC) will
charge via credit card payments through the ePermitting website. HIC will host and
maintain the site as part of the cost of the contract.

Tax Credit Certification — Managed the state’s tax credit program, another core
function of the Hawaii Film Office, including processing more than 50 applications
representing more than $200M in direct expenditures. In addition to certification of
these applications, office responds to hundreds of calls and emails annually addressing
every aspect of the tax credit process. Since the tax credit program was established in
July 20086, it has generated more than $1.6B in economic activity for the state and on
average 2,000 full-time jobs annually.

100" Anniversary of Film Production — HFO has been researching the century of film
production in the Hawaiian Islands. Despite the lack of funds to host any kind of major
event, the HFO has been working diligently to get the word out about this 100"
anniversary milestone for film.

Industry Outreach and Filmmaker Support  — CID supported major festivals including
Hawaii International Film Festival and Maui Film Festival as well as the annual
Locations Tradeshow in Los Angeles, the preeminent tradeshow for the film industry
sponsored by the Association of Film Commissioners International (AFCI). Maintain a
presence for the state at these events and use them as a springboard for supporting
local filmmakers and attracting film production business to the state. The events
provide the perfect avenue for the HFO to get in front of key decision makers in an effort
to develop the film industry for Hawaii.

Creative Industries Metrics — In conjunction with DBEDT'’s Research and Economic
Analysis Division (READ), prepare an annual report on the scope of Hawaii’'s creative
clusters, including metrics that reflect the emerging, transitioning, declining and base
industries that comprise Hawaii’s creative economy. In FY14, CID will be issuing an
RFP to develop a study on Hawaii’s creative clusters, providing in depth data on the
strategic directions to strengthen this important component of Hawaii's economy. The
Hawai'‘i Arts Alliance and CID partnered with Americans for the Arts on a research
study, Arts & Economic Prosperity IV to evaluate the impact of nonprofit arts
organizations and their audiences on the State of Hawaii’'s economy.



Creative Lab :

In 2012, CID co-founded CREATIVE LAB @ HIFF, a series of intensive and workshops
in creative/tech, music, film and writing at the Hawaii International Film Festival (HIFF).
This “pop-up incubator” offers a platform to build on increasing business and export
opportunities for creative entrepreneurs. By bringing together industry leaders in the
creative and tech clusters, Creative Lab expands the festival format to create Hawaii's
version of the successful indie conference South X Southwest (SxSW). Creative Lab is
intended to become a year round program, providing a platform to develop creative
entrepreneurs in partnership with the State’s High Growth Initiative. Collaborators
include HSDC, HTDC, Startup Weekend, Writers Guild of America, West, Producers
Guild, SAG-AFTRA, Disney, CineGrid, Hawaii Academy of Recording Arts (HARA) and
the National Academy of Recording Arts (NARAS).

Hawaii Creative Collaboration Center (HIC3)

Established a collaborative relationship with Silicon Beach based incubators and
accelerators to advance a Creative Incubator/Accelerator in Hawaii. Initial visioning plan
for the 10,000 square foot HIC3 center within the Manoa Innovation Center (MIC) was
proposed in the 2013 session as part of an overall CIP request. Though this was not
funded, discussions continue with HSDC, HTDC and the leadership of Venice and
Santa Monica leading incubators including Amplify, and facility owners including ROC
Centers, Hawaii Alliance of Media Artists (HAMA) and creative tech leaders in Hawaii to
finalize the plan, budget and identify location to a creative/tech focused
incubator/accelerator in 2014.

Hawaii Fashion Month & Governor’s Fashion Awards:

CID/ACDB, in collaboration with BDSD, facilitating the development and oversight of
Hawaii Fashion Month (HFM) October 2013. Designed to support export opportunities
for local designers and manufacturers, HFM provides a catalyst of events to expand the
scope and branding of Hawaii's fashion industry. CID has integrated HIFF, Hawaii State
Foundation on Culture and the Arts as well as identifying film and television industry
leaders in fashion, costume design and branding to participate in panels and workshops
during the event.

Creative Clusters Initiatives

Pilot Projects from CID/ACDB’s RFP to support High Growth potential support
entrepreneurial initiatives including: SoulSessions; online emerging artists showcase in
partnership with Honolulu Star Advertiser and K5; Skills for Artist Entrepreneurs;
guidance from business experts in the field broadcast and streamed on Showcase
Hawaii; Volcano Arts; business development skills for artists; HiFi; workshops for Hawaii
Fashion Month, Hawaii Book and Music Festival; app development for music events
statewide, and Kauai Music Festival; workshops and panels on song placement in new
media, film and TV.

Grammy U:
Beginning in 2009 and continuing in 2013, CID facilitated relationship building between
the local Hawaii Academy of Recording Arts (HARA) and the national Recording



Academy (NARAS/The GRAMMYYS) to foster collaboration to strengthen Hawaii’'s music
industry capacity to export in new fields/markets. In partnership with the MELE Program
and the GRAMMY organization, formed a local chapter of the GRAMMY University
Network. The objective of GRAMMY U is to help prepare students for careers in the
music industry through networking, educational programs and performance
opportunities.

Grammy Sound Check Hawaii:

Established the national program GRAMMY SOUND CHECK in Hawaii, providing
students in high school and college the opportunity to be immersed in the music
production and performance experience at nationally acclaimed artist's performances.
The one-on-one opportunity to meet the artists, sound technicians and road managers
provides Hawaii students with real world experience to further their opportunities to gain
employment in these fields.

Merrie Monarch Japan:

In 2012, CID, together with CineGrid.org and Disney Digital, began a dialogue to
broadcast live the annual Merrie Monarch events through broadband technology and
high resolution 4K in an arena in Japan. In 2013 discussions are underway with Merrie
Monarch organizers, Mana Magazine, Disney Digital, CineGrid, UHM, UCSD and
Nippon Telephone and Telegraph (NTT), other local digital companies and television
broadcast providers to broadcast the Merrie Monarch live to Japan at an outdoor venue
in 2014-15.

Advancing Music Placement in Film & TV:

ACDB has established a working collaboration with music licensing organizations to
advance Hawaii as a key industry cluster in the music business. Events including
American Society of Composers, Authors and Publishers (ASCAP) "I Create Music"
Expo (EXPO), Kauai Music Festival KMF with Broadcast Music International (BMI),
resulting in Hawaii based compositions in national television and film projects including
Hawaii 5-0, Parenthood, MadMen, The Descendants, Just Go With It. ASCAP and BMI
are the largest public performance licensing and royalty distribution organizations in the
Us.

Visual Arts :

Worked with Walt Disney Resort’s PR Division and the Hawai'‘i Arts Alliance to develop
the Children’s Digital Image Rainbow Project showcasing over 150 photographs by
students from elementary, middle and high schools across the state.



SBA Federal Grant Award : DBEDT competed for and won two years of grant funding
from the U.S. Small Business Administration for the State Trade and Export Promotion
(STEP) Program. The award totaled $1,189,224. Funds were used for export training
programs, international trade show participation and missions.

74" and 76" Tokyo International Gift
Shows: Twenty-seven (27) Hawaii
companies participated in the Tokyo
International Gift Show in 2012 to
promote the export of Made-in-Hawaii
products. Over 200,000 buyers attended
the gift show which featured over 2,500
companies from around the world. The
27 companies generated an estimated
$2.86 million in total sales as a direct
result of participating in the show.

The 2013 Hawaii Pavilion will feature 40 Hawaii companies including a separate stage
area featuring Hawaiian music, hula
and craft demonstrations by Hawaiian
artisans. Estimated export sales from
the 2013 September show is $5 million.

JFW International Fashion Fair, 2012
and 2013: DBEDT led delegations of
18 Hawaii fashion designers and
manufacturers to the largest fashion
trade show in Asia--the JFW-
International Fashion Fair in Tokyo,
Japan. Some of the
largest manufacturers

(Tori Richard, Hilo Hattie, lolani, Jams World, Surfline) participated

along with up-and-coming designers through of the Hawaii Fashion

Incubator. Estimated sales projected as a result of the shows for the

coming year is $1.5 million.

BIO 2012, Boston, MA and BIO 2013, Chicago, IL: DBEDT, along

with Economic Development Alliance of Hawaii, twice led a delegation to

participate in the largest bio-tech tradeshow in the US, to promote and

increase the export of Hawaii’s bio-tech products and services.

Participants included leading Hawaii bio-tech firms Hawaii Biotech,

Nanopoint, Tissue Genesis and newer firms Noni Maui, Pono Pharma and Ala Wai
Pharma. Also participating were the Cancer Research Center of Hawaii, John A. Burns



School of Medicine and the Economic Development Boards of Hawaii and Maui and
Enterprise Honolulu. Export sales from the shows are estimated at $500,000.

Community-Based Economic Development (CBED): Micro-Loan Program and the
Hawaii State Enterprise Zone (EZ) Program conducted 2 Small Business Forums
statewide,2 Small Business Fairs on Oahu, inviting small business owners to attend free
small business resource information exhibits and workshops. On Oahu, a total of forty-
eight business training workshops were held during the two one-day business fairs, with
three hundred and ninety-eight business owners and entrepreneurs registering for the
workshops. CBED launched its Micro-Loan program in 2011. Enterprise Zone
companies held steady at 260 enrolled in the program.

Invest in Hawaii Entrepreneurs’ Day: ~ Worked with Hawaii Strategic Development
Corporation on Invest in Hawaii Entrepreneurs’ Day with more than 90 companies
participating at the State Capitol on March 6, 2013. The event was an opportunity to
showcase how entrepreneurs and small businesses impact our state’s economy and to
support the HI Growth Initiative legislation. The Legislature provided $6 million to help
support entrepreneurs during FY 2014.

“Buy Hawaii, Give Aloha!” Campaign: Governor Neil Abercrombie joined representatives
of Hawaii small businesses and local artists
to launch the state’s “Buy Hawaii, Give
Aloha!” campaign that urges residents to
buy and gift locally made products during the
holiday season. The Governor also
announced his intention to revive the
“Governor’'s Fashion Awards”  next year to
help stimulate the creative sectors in fashion
garment and jewelry design industries in
Hawaii. He will designate October 2013 as
“Hawaii Fashion Month,” when local
merchants will be encouraged to celebrate
made-in-Hawaii fashions.

Korea Mission/Trade Winds Asia:  As part

of the Hawaii State Trade and Export Promotion (STEP) Program, and in partnership
with the Economic Development Alliance of Hawaii and the four county economic
development boards, DBEDT led a mission of eight Hawaii companies to Seoul, South
Korea to participate in Trade Winds Asia, from May 12-16, 2013. Participants included
Hawaii Kai Corp., Hawaii Biotech, Hawaii Exports International (representing various
Hawaii coffees and mac nuts), Koloa Rum, Honolulu Coffee Co., Tradewinds Global
(representing a line of pet products), e- Tour, and Alston Hunt Floyd & Ing. Trade
Winds is organized by the U.S. Department of Commerce/U.S. Commercial Service ,
and includes a business development conference, meetings with Sr. Commercial
Officers from 13 posts throughout the Asia Pacific region, and one-on-one business



meetings. Estimated sales as a result of this mission are projected to total $1 million
over the next year.

Week of His Majesty King Mohammed VI in Hawaii:  State Officials working with the
Honorary Consul of Morocco and local Moroccan community planned a “Week of His
Majesty King Mohammed VI in Hawai'i” from Nov. 28 to Dec. 4, which celebrated the
establishment of a sister relationship between Hawaii and the Moroccan Region of
Rabat, Sale, Zemmour and Zaer. Events included the signing of the sister state
agreement, an exhibition of Moroccan art and handicraft, the inauguration of a
traditional Moroccan fountain designed and installed by Moroccan artisans as a gift to
the State of Hawaii, a Moroccan-themed Sunset on the Beach featuring the classic
movie “Casablanca”, a surf exhibition with professional surfers from the Kingdom of
Morocco and Hawaii and the inauguration of a stone stele dedicated to His Majesty the
King in the Millennium Peace Garden at Diamond Head Park.

CCPIT & All China Federation of Commerce & Industry: A 21-member delegation
from China Council for the Promotion of International Trade (CCPIT) and All China
Federation of Commerce & Industry led by CCPIT Secretary General Xu Hubin
attended the 2012 Asia Pacific Clean Energy Summit and Expo. CCPIT and State of
Hawaii signed a memorandum of understanding on renewable energy investment and
deployment. CCPIT hosted a China Reception for over 50 members of Hawaii's
business community.

The Research and Economic Analysis Division (READ) creates
the most used and most comprehensive source of data on
Hawaii, the Hawaii State Data Book.

READ also issues quarterly economic forecasts and
participates with the Department of Budget and Finance to
represent the state at bond rating and marketing events.

READ is also responsible for updating the state’s Input-Output model, a critical tool for
economists and analysts seeking to determine economic impact.

READ has recently completed the Population and Economic Projections to 2040, the
eighth in a series of long-range projections dating back to 1978. The 2040 Series uses
the detailed population characteristics from the 2010 Decennial Census, 2010 estimates
of economic variables, and input-output (I-O) tables based on the 2007 Economic
Census as baseline data for the projections.

READ is the only state agency partnered with the U.S. Census Bureau in collecting,
reviewing, disseminating Hawaii data and training Hawaii data users.

READ hosts the Federal partnership programs: The Hawaii State Data Center, the
Federal-State Cooperative for Population Estimates (FSCPE) and Federal-State
Cooperative for Population Projection (FSCPP).



The 2010 Census was a major federal initiative in which READ was a critical state
partner. Since the 2010 Census, READ has prepared numerous tables and reports
specific to Hawaii based on 2010 Census data.

These data account for some of the most popular information accessed on the DBEDT
website.

READ produced the following economic and statistical reports during the past 2.5 years:

X Hawaii Targeted and Emerging Industry Report, pursuant to HRS 201-19 (b)

x Self-Sufficiency Income Standard, Estimates for Hawaii 2011, pursuant to HRS

201-3(b)

State of Hawaii Energy Data and Trends

The Size of Hawaii Energy Sector

Renewable Energy in Hawalii

Income and Price Elasticity of Hawaii Energy Demand

The Creative Industry in Hawaii

Hawaii's Technology Workforce - Occupations and Projections

County Social, Business, and Economic Trends in Hawalii

Wage and Employment Structure: Comparing Recent Trends for Hawaii vs the

U.S.

X Geographic Area Statistics: Income, Employment, Education, and Housing
Characteristics

x The Non-English Speaking Population in Hawaii

READ also publishes:

The Daily Passenger Count

The Monthly Energy Trend report

Monthly Economic Indicators

Weekly Unemployment Claims report

Weekly Honolulu Photovoltaic Building Permits

Reports as requested on specific issues of current interest

READ annually fields more than 700 calls from the public, and receives several
hundred thousand page-views of data on its website.

X X X X X X X X

READ is the resource for weekly charts in the local StarAdvertiser newspaper:



The Foreign-Trade Zone Division (FTZ9) administers the federal grant issued to the
State of Hawaii in 1965 by the Foreign-Trade Zones Board in Washington, D.C. Hawaii
has a large and diversified Zone program with its nine authorized general-purpose sites
and five subzones. The program allows companies who operate within a Foreign-Trade
Zone to defer or avoid certain duties and ad valorem taxes on imported/exported cargo.
The financial benefit of cost deferral allows these companies to invest the additional
capital into infrastructure, equipment, and jobs.

FTZ9's strategic Pier 2 location, excellent support facilities, and professionally
experienced staff make it one of the best and most respected Trade Zones in the
nation. It is important to

point out that the Foreign-

Trade Zone program in

Hawaii is fully self-

supporting as it does not

rely on any of the state’s

general funds to operate

and does so with a limited

number of staff.

There are currently 13 sites

on the islands of Oahu, Maui and Hawaii that have received FTZ designation. Of the 13
sites, three general-purpose zone sites and three special-purpose subzone sites are
active. The Foreign-Trade Zone Division is responsible for ensuring that U.S. Customs
and Foreign-Trade Zones Board regulations are followed at all of these sites.

Foreign-Trade Zone No. 9 is a service-oriented organization which engages directly with
the public to promote economic growth through international trade. It assists a large
number of businesses in the state and creates a multitude of various kinds of jobs.
FTZ9 saw 204 businesses utilize its services in 2011 and attracted an additional 20
companies to the program. These numbers increased in 2012 to 282 businesses using

our services and 30 companies new
to the program. Total Value of

FTZ9 sites can accept merchandise I\/Ierchand|seThrough

in either domestic or foreign status. Hawaii'sFTZs
In 2011, approximately 84 percent
of merchandise was entered under 15

foreign status. Specifically, 10
domestic status merchandise 5 .
valued at $1,003,608,238 entered 0 .

Hawaii's FTZ sites and $5.3 billion 2009 2010 2011 2012
was entered as foreign-status
merchandise.

In $Billions



Over the past several years, the Hawaii Foreign-Trade Zone No. 9 has seen a steady
increase activity throughout the entire Foreign-Trade Zone project. 2011 and 2012
were record years for FTZ9 with the total value of merchandise received and forwarded
in all activated FTZ sites in 2011 reaching nearly $12.5 billion, and 2012 exceeded the
previous year by 7.4 percent with the total value of merchandise reaching
$13,381,227,987. These high figures reflect the continued importance of petroleum to
Hawaii's international trade and at FTZ9 sites.

For 2012, those numbers increased significantly to $1.2 billion for domestic status
merchandise and $5,505,640,027 for foreign status merchandise. In 2011, 107 different
types of foreign merchandise was received from 21 countries and in 2012, 118 different
types of foreign merchandise was received from 27 countries.

Exports from the state through Hawaii's Foreign-Trade Zones were up as well. Of the
merchandise received, $4,752,746,089 was forwarded to the U.S. market, while
merchandise exported out of the state reached $817,160,916 in 2011. For 2012, those
numbers increased as merchandise forwarded to the domestic market reached $5.2
billion while exports rose nearly 9.4 percent to $895 million.

HawaliFTZExports
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Capital investment is another economic indicator for Foreign-Trade Zones. Value of
these investments can fluctuate greatly and have done so over the past several years
due to the recovering economy. In 2011, over $25 million was spent on improvements;
however, in 2012, Hawaii FTZs spent $70 million in capital improvement investments.

FTZ9 recently was noted by the National Association of Foreign-Trade Zones as being
the No. 2 Foreign-Trade Zone in the nation in terms of the number of overall clients and
the 15" FTZ in the nation for total exports.

Currently, the Foreign-Trade Zone office space is at 100 percent occupancy. In an
effort to continue to expand the program and reach more businesses, the FTZ has
begun construction on a $9.2 million renovation project which will convert current



warehouse space into 30,000 square feet of office, shared use and conference space,
effectively doubling the FTZ'’s office space capacity. This project is slated to be
completed by October, 2014 with occupancy beginning at that time.

The Hawaii Strategic Development
Corporation (HSDC) is an agency of the State
of Hawaii established in 1990 to promote
technology based economic development and
economic diversification in Hawaii through a
return driven investment program in
partnership with private capital.

HSDC seeks to invest in fund managers with experience in venture capital investing and
that have a commitment to build a portfolio of Hawaii-based investments. Emphasis is
given to investment opportunities that further technological innovation in Hawaii.

Over the past two years, HSDC has attracted over $20 million of funding for its
investment programs. These programs are finding support in the private sector as
institutional and angel investors are co-investing alongside HSDC in venture funds or
co-investing with HSDC portfolio funds in specific companies. As a result, HSDC hopes
to at least match its $20 million with $20 million of private sector investment as these
funds are deployed.

Through these investment programs, HSDC is supporting the New Economy Industries
by creating the infrastructure that supports entrepreneurs, new business formation and
capital formation. Specific highlights of these initiatives are detailed below:

State Small Business Credit Initiative (SSBCI)
HSDC applied for and was allocated $13 million in May 2011 from the SSBCI Program
specifically to fund a venture capital fund of funds investment program.

The SSBCI Program is administered by the U.S. Department of the Treasury and the
purpose of the program is to provide growth capital to small businesses.

HSDC invested $3 million, matched by $3 million from the University of Hawaii
Foundation. UHF manages this $6 million investment fund, UPSIDE Fund Il, with the
purpose of commercializing research developed at the University of Hawaii.

To date, four companies have been funded. Co-investors in these companies have
been HMSA, Queens Health Systems and Kolohala Ventures. In addition, many
potential projects have been reviewed and university researchers have had access to
investment professionals to advise them on the commercial potential of their research.



HSDC invested $500,000 in
the Blue Startups accelerator
and committed $350,000 to
Kinetig Labs. An accelerator

iS @ micro investment program
that stresses the importance

of mentoring and peer
collaboration to help new
businesses succeed.

This investment was facilitated
by the LAVA Program
discussed further below.
HSDC'’s $500,000 investment
was matched by leading Hawaii
business leaders led by Henk Rogers. Kinetig Labs’ matching investment will come
from West Coast and Asia based angel investors.

First class of companies at Blue Startups

The purpose of these accelerator funds is to provide pre-seed investment to
entrepreneurs selected by the accelerators that have the potential to scale their
businesses and attract follow-on venture capital investment.

HSDC is currently working on co-investing in a $10 million software fund that will be
able to provide the follow-on venture capital investment for the companies graduating
from the accelerator programs.

Launch Akamai Venture Accel erator (LAVA) Program.

The 2012 Legislature appropriated $2 million for the LAVA Program, a program
designed to catalyze the establishment of venture accelerators in Hawaii. HSDC has
selected Blue Startups and Kinetiq Labs as the two initial recipients of LAVA funding.

This program provides $200,000 a year to support the operations of the accelerator
programs. Henk Rogers has matched HSDC’s commitment by providing office space in
the downtown district for the Blue Startups accelerator. Kamehameha Schools is
providing a great location at attractive rents for Kinetiq Labs to setup in the Kakaako
district.

These accelerators are helping to anchor a community that is prepared to support the
establishment and growth of innovative new companies by bringing together
entrepreneurs, mentors and investors in a collaborative environment.

HI Growth Initiative

The Administration supported HSDC’s HI Growth Initiative, an investment program to
further the objectives of entrepreneurship, research commercialization, and venture
fund formation in the State of Hawaii. The 2013 Legislature appropriated $6 million for
this effort.



One of the key areas of focus of the HI Growth Initiative is to establish a proof of
concept center that can commercialize technologies developed in the State. Many
areas of the country have established these centers and have shown that these centers
significantly contribute to the economic development of their local region.

In addition to the universities, there are many entities in Hawaii that are developing
innovative solutions to global problems.

Their technology may be too early for venture investing, but no longer qualify for
research grants. A proof of concept center helps to bridge this gap by providing the
expertise and the capital to prove the commercial viability of these innovations and
attract follow-on investment or monetization of the technology.

NELHA’s mission statement is: "To develop and diversify the Hawalii
economy by providing resources and facilities for energy and ocean-related
research, education, and commercial activities in an environmentally sound
and culturally sensitive manner."

NELHA is a state agency that operates a unique and innovative ocean
science and technology park in Kailua-Kona on the island of Hawaii.
NELHA's assets include office and laboratory facilities, infrastructure,
pristine natural resources, and leasable open land for use by tenant

research, education, and commercial projects.

A dual-temperature seawater system that is the only one of its kind in the world sets
NELHA apart from all other technology parks and creates a prime setting for innovation
and new industry development in this island coastal setting.

NELHA aims to attract tenants of all types — research, educational, and commercial
entities.

A 50-page audit covering 1990 throuah mid-2011 by State Auditor Marion Higa said
that after 40 vears, the ocean-research and commercial facility on the Big Island had
“failed to live up to its potential and struggles to justify its worth.”

In June 2011, DBEDT encouraged the Board of NELHA to appoint a new executive
director.

The State Auditor’s report said that marketing has since resumed after years of
inactivity, tenant relations are improving and the NELHA was pursuing alternative
revenue streams.

"Since taking up duties in mid-2011, the new executive director has made noticeable
progress in a number of areas," the Auditor’s report said.



In 2012, an independent economic analysis estimated the impact of NELHA in-state
expenditures on the State’s tax revenues to be $4.5 million dollars.

Furthermore, not only do NELHA tenants employ hundreds of people but also their
expenditures contribute to over 583 jobs in the larger Hawaii economy.

NELHA receives on average about $2 million dollars per year. One way to look at the
State’s return on these expenditures is to consider the ratio of the total impact on
output less the government’s expenditures ($87.7 million - $2 million) to government
expenditures ($2 million), which yields a leverage of about 42.8 per state dollar.

In other words, every dollar of state expenditures toward NELHA results in over $42.8
dollars of output generated in the Hawaii economy.

Asset Management

X Year 2010 commenced $3.8 million construction
improvements to hardscape, fixtures, and outdoor
furniture at Waterfront, Gateway, and Kewalo Basin
Parks;

X May 2011 completed park repair work (replacing
concrete furniture, walkways hardscapes, sea
walls, concrete boulders, electrical fixtures,
upgraded comfort stations, outdoor shower
stations);

x September 2010 completion of Kolowalu Park;

X Summer 2012 repair of AAFES Building exterior
repairs and interior mechanical system;

X Summer 2011 Traffic signal at Queen and
Kamakee Street intersection improvements
complete;

X Summer 2011 Piano Lot paving to cap contaminates complete;

x April 2011 Final EIS for Kewalo Basin Harbor Improvements complete;

X Year 2011 Completion of Conceptual Master Plan for Kakaako Makai Waterfront
Development;

X Year 2011 establishment of 300 bed next Step Shelter, Helping the Hungry to
Have Hope (H-5);

x Year 2012 Establishment of beautification and outreach program partnership with
Waikiki Health Center, Life 360, KUPU, Department of Human Services;

x July 2012 transferred to the Office of Hawaiian Affairs fee simple lands to
address the Ceded Lands Settlement; and

x Ongoing management of HCDA assets.

Planning Kakaako Community = Development District



x X X X X x

x

X X X X X

Year 2011 Established Kakaako Waterfront Park Amphitheatre as a high profile
concert venue;

Year 2011 Pacifica Condominium mixed use residential project complete;

Year 2011 redevelopment of the John Dominis parcel;

Year 2011 Halekauwila Place affordable rental housing project approval;

Year 2012 Authority approval of 680 Ala Moana/Kamehameha Schools Kaiaulu
O’ Kakaako Master Plan;

Year 2012 Authority approval of Symphony Honolulu Mixed Use project;

Year 2011 Authority approval of 690 Pohukaina Mixed use Transit-Oriented
Development;

Year 2012 801 Authority approval of South Street Workforce Housing;
September 2011 completion of Mauka Area Plan and Rules ;

September 2011 completion of Kakaako Reserved Housing Rules;

November 2011 completion of Kakaako Makai Conceptual Master Plan;
Ongoing pursuit of Public-Private-Partnership for the Kakaako, Kalaeloa, and
Heeia;

Planning Kalaeloa Communi ty Development District

X
X
X

X X X X

X

X

Year 2011 Right of Entry granted to Kalaeloa Heritage and Legacy Foundation;
Year 2011 Approval of 12KV Underground Enterprise Energy Corridor Project;
Year 2012 commencement of Roosevelt Avenue and Coral Sea Road
improvements;

2012 Legislative approval of $3.5 million for development of Kalaeloa East
Energy Corridor Project;

2012 Adoption of Kalaeloa Community Development District Rules;

2012 Adoption of Kalaeloa Reserved Housing Rules;

2012 funding for the Kalaeloa East Energy Corridor Project;

2011 approval and 2012 construction Kalaeloa Solar 1 and 2 Photovoltaic
Projects; and

2012 workshop held to discuss Kalaeloa Net-Zero Community pilot project;
2012 Kalaeloa Landowners Summit;

Pursuit of the Base Realignment and Closure (BRAC) Land Conveyances,
contract administration;

August 2012 FBI Headquarters Buildings Facility completed construction;

Heeia Community D evelopment District

X
X

2011 Approval of Heeia Community Development District; and
Pursuit of a Master Plan and promulgation of Hawaii Administrative Rules.

Community Outreach

X
X

X
X

April 2010 established Public Consultation Website;

Year 2011 worked with Kakaako Makai Community Planning Advisory Council
(CPAC);

Ongoing Community Meetings monthly to identify proposed projects;

Ongoing meetings with Kewalo Basin stakeholders;



x Ongoing work with Friends of Kewalos regarding Kewalo Basin Park Parking Lot
X Ongoing meetings with Honolulu Authority for Rapid Transportation (HART) to
discuss guideway and station designs for Kakaako;

Ongoing media and print relations;

x Ongoing community outreach to major stakeholders and neighborhood board
members;

Ongoing meetings with Governors PIO office; and

X Ongoing attendance at Senator Chun Oakland's Community Planning Meetings

x

x

Though significantly understaffed, the Personnel, Fiscal and Information Technology
support functions in DBEDT has successfully provided full administrative support for
DBEDT.

The most challenging mission was to reorganize the department into a more functional
and streamlined organization. This reorganization was accomplished smoothly and
efficiently due to unprecedented cooperation between DBEDT, DHRD and the HGEA.

The Administrative Services group has also succeeded in installing high speed wireless
broadband access to its offices in the One Capitol District Building and the State Office
Tower.

The DBEDT email system has been upgraded to full “cloud” computing, replacing old
local servers.

The ASO office has also transitioned to the new OIMT-mandated uniform template for
DBEDT websites, providing training and guidance to all users.



HTDC'’s mission is to facilitate the growth and development of Hawaii’'s commercial high
technology industry.

HTDC does this by offering a wide
variety of business development
programs and services and assisting
the State with policy relevant to the
tech industry. Its programs and
services are offered statewide,
providing assistance and resources
to Hawaii's tech industry
entrepreneurs, start-up companies,
employers, jobseekers and more.

One of HTDC's top priorities has
been to develop a plan to continue
the tech incubation program at the
Manoa Innovation Center (MIC). The
current land lease with UH will end
on April 30, 2015.

Attempts to extend the land lease
and requests for CIP monies to
construct a new site have been
unsuccessful. This continues to be a
distraction. MIC has a 95% average
occupancy over the past 2 years, has
added 7 new tech start-up
companies, and graduated 5 clients
to commercial office space.

On May 24, 2012 the Hawaii

Broadband Initiative (HBI) website (hawaiibroadband.org/) was launched to bring
awareness of the need to increase ubiquitous ultra-high-speed internet access for all of
Hawaii. HTDC has been advocating at events, hosted a symposium with national
experts to educate Hawaii on lessons learned and best practices, and produced a
series of public service announcements clips aired on TV.

WetWare Wednesday (WWW) was born in 2011 by HTDC and Henk Rogers -serial
entrepreneur, philanthropist, and graduate of the MIC as an effort to rally Hawaii's tech
entrepreneurs. The monthly event is a partnership between HTDC, UH College of
Engineering / ICS, and industry and has become an anchor for Hawaii’s tech scene.



In FY12, HTDC's federally funded Manufacturing Extension Partnership Program (MEP)
went through a re-organization and re-branding process. The program serves small to
medium size manufacturing type companies. Now under INNOVATE Hawaii, both the
MEP and the Hawaii SBIR assistance programs reside under this single umbrella.

In November 2011 the Hawaii Small Business Innovation Research (HiSBIR) program
held its bi-annual conference. Hawaii companies had an opportunity to meet directly
with program managers from 6 of the funding federal agencies. In FY11-FY12 HTDC
has awarded over $780K in State matching grants to 24 companies that won 47
SBIR/STTR federal grants and contracts valued at $5.1M. For every dollar invested,
Hawaii companies have attracted 16 federal dollars in return to the State, plus
commercialization funding.

The Hawaii Center for Advanced Transportation Technologies (HCATT) continues to
expand its impressive portfolio of renewable transportation demonstration projects to
include a hybrid fuel cell shuttle bus, a green/net zero energy hangar, a hydrogen
powered tug for C-17, a hydrogen powered weapons loader for the F-22, and advanced
wind turbine technologies.

The mission of the Hawaii Housing Finance and Development Corporation is to
increase and preserve the supply of workforce and affordable housing statewide by
providing leadership, tools, and resources to facilitate housing development.

In fiscal year 2011, the HHFDC added 644 housing units to the inventory of workforce
and affordable housing while managing assets in excess of $1 billion.

ECONOMY AND JOBS

Through public-private partnerships, HHFDC projects created construction jobs to help
stimulate Hawaii’'s economy

*HHFDC'’s development partners completed construction of 396 newly-constructed
rental & for sale units and 248 rehabilitated units statewide.

*Awarded nearly $97M in financing from the Rental Housing Trust Fund (RHTF) and
Dwelling Unit Revolving Fund (DURF), and in Hula Mae Multi-Family Bonds and Low
Income Housing Tax Credits (LIHTC). HHFDC Financing was used to construct 488
units in 3 rental housing projects in Kakaako, Pearl City, and East Kapolei. HHFDC also
committed $2.235M in RHTF to preserve affordability for 62 senior rental units in
Wailuku.



sIssued $82.3M in Hula Mae Multi-Family Bonds. HHFDC Financing resulted in 64 new
rental units in Ewa Villages, Phase | and preservation of 556-unit public housing project,
Kuhio Park Terrace, in Kalihi.

In fiscal year 2012, the HHFDC added 448 housing units to the inventory of workforce
and affordable housing while managing assets in excess of $1 billion. In fiscal year
2013, there are approximately 1,073 rental and 371 for-sale units planned for
completion while we stay on course toward our production plan to assist in over 7,996
units over the next five years.

ECONOMY AND JOBS

In 2012 HHFDC projects captured millions of dollars for housing projects and created
construction jobs to stimulate Hawaii’'s economy

*HHFDC utilized $20.9 million in Neighborhood Stabilization Program grants to mitigate
the impact of communities hit hardest by the economic decline.

*HHFDC'’s development partners completed construction of 448 newly-constructed
rental & for sale units statewide.

*Assisted in obtaining State and County land use approvals under Chapter 201H for
Kamakana Villages at Keahuolu and Halekauwila Place. Kamakana Villages at
Keahuolu is a 2300-unit master planned community located in Kailua-Kona.
Halekauwila Place, located in Kakaako, Oahu will add 204 family rental units in the
urban core of Honolulu. Both projects are located on state land.

INVESTING IN HAWAII'S FAMILIES

The HHFDC's single-family programs focus on helping lower and moderate income
families build financial assets by making home ownership more attainable. In FY2012,
HHFDC made available $43.5M in Hula-Mae Single Family below-market rate
mortgages and $12.5M in Mortgage Credit Certificate federal tax credits for eligible first-
time homebuyers.

ENERGY EFFICIENCY

The HHFDC is also assisting the state’s efforts to reduce our dependency on fossil fuels
by encouraging energy and water efficient development as a step towards providing a
cleaner, more sustainable and secure energy future. Future Master-Planned
communities incorporate design concepts to encourage walking, bicycling, carpooling
and mass transit options.



Statistical Summary :

1.

NUMBER OF ACRES REVIEWED FOR RECLASSIFICATION. - 3355.782
A94-706 Ka'ono ulu Ranch involving 88 acres
A12-796 Waiko Industrial Investment LLC involving 31.222 acres
A10-787 Maui Research & Technology Parties involving 253.05 acres
A11-794 State DOE-Kihei High School involving 77.2 acres
A06-771 DR Horton-Schuler Homes LLC involving 1525.516acres ,(Oahu)
A11-790 Kula Ridge LLC involving 34.516acres (Maui)
A11-793 Koa Ridge involving 767.649 acres (Oahu)
A10-789 A&B Properties-Wai ale (Maui) involving 545.229 acres (Maui)
A12-795 West Maui Land, LLC involving 16.7 acres (Maui)
A09-782 Tropic Land involving 96 acres ,
A87-617(reversion) involving 1060 acres
. Al11-892 involving 73 acres
NUMBER OF ACRES REVIEWED FOR SPECIAL PERMIT - 150.148 acres
a. SP70-85 De Luz (extension) involving 63.648 acres
b. SP09-703 City and County Waimanalo Gulch Facility(status report)
involving 86.5 acres
NUMBER OF INDIVIDUALS, BUSINESSES OR ORGANIZATIONS
ASSISTED BY PROVIDING LAND USE REFERENCE RESOURCE DATA
Estimated that over 1300 phone calls and department counter visits per
month occur
NUMBER OF CONTESTED PROGRAM DECISIONS PROCESSED - 3 Civil
cases disputed with LUC support provided to support the efforts of the LUC
DAG to represent Commission interests
NUMBER OF MOTIONS PROCESSED-45 Motions or more
NUMBER OF DRAFT EIS RESPONSES ISSUED - 15
X Monitoring 1 Project on Maui for Heavy Industrial Use under study with
no assigned docket number yet, and
x Ongoing monitoring of A85-595 Kuilima Project
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Commission Action and Hearing Activity

During the period, the LUC held 77 days of hearings. All Boundary Amendment
Petitions and Declaratory Orders for these meetings were reviewed and processed
within Administrative Rules Time Guidelines. There were two Special Permits
processed and one had its status reviewed.

The hearings and decisions addressed the following:
x District Boundary Amendments

0 AO06-771 DR Horton-Schuler Homes LLC involving 1525.516 acres,(Oahu)
0 A11-790 Kula Ridge LLC involving 34.516 acres (Maui)



A11-793 Koa Ridge involving 767.649 acres (Oahu)
A10-789 A&B Properties-Wai ale (Maui) involving 545.229 acres (Maui)
A12-795 West Maui Land, LLC involving 16.7 acres (Maui)
A12-795 West Maui Land LLC involving 16.7 acres Ag to Urban
designation change
A94-706 Ka ono ulu Ranch involving 88 acres
A12-796 Waiko Industrial Investment LLC involving 31.222 acres
A10-787 Maui Research & Technology Parties involving 253.05 acres
A11-794 State DOE-Kihei High School involving 77.2 acres
A87-617 Bridge Aina Lea-7 mtg days involving 1,553.84 acres Ag to
Urban designation change

o0 A09-782 Tropic Land LLC- 9 mtg days involving 96 acres
x Declarator y Reviews

o0 DR12-47 State DOE (related to A11-794 DOE))
DR12-48 Grove Farms (IAL-Kauai) involving 11,026.2 acres
DR12-49 Kunia Loa Ridge Farmlands (IAL-Oahu) involving 854.23 acres
DRO08-36 status report Ko Olina Boat Ramp
DR12-46 Spencer case for land use determination on Big Island
DR11-45 (IAL-Parker Ranch-Big Island ) involving 56771.81 acres
DR10-39 (related to A10-788 HHFDC- Kona)
DR10-41 (IAL-Molokai)
DR11-44 (201H-Lanai)
DR10-42 (IAL-Oahu)
DR11-43 (IAL-Kauai)
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There were 15 motions related to Petitions for Interventions or Motions for
Reconsideration and miscellaneous matters for Dockets A06-771, A83-557 and
A87-617.

Rule Revision:

During the past fiscal year the LUC has accomplished a major revamping and
modernization of its rules. We are awaiting governor’s approval to publish and proceed
to public hearing. This revision includes new rules to handle Important Agricultural land
cases and a process to handle countywide designations of important agricultural lands.

The Office of Aerospace Development (OAD) was created by the Legislature to promote
the growth and diversification of Hawaii’'s aerospace industry. Major achievements
toward this goal (from December 2010 to the present) have been as follows:

Developed an Aerospace Roadmap for Hawaii that outlines our state’s strategic assets
and advantages in this industry.

Expanded Hawaii’'s original Space Act Agreement with NASA to support the ongoing



development of analog test facilities on the Big Island (to be managed by the Pacific
International Space Center for Exploration Systems, or PISCES), and the design,
testing and validation of robotic systems for space exploration missions beyond low-
Earth orbit.

Collaborated with the State Departments of Defense and Transportation, as well as the
University of Hawaii at Hilo, to develop a tri-state (Hawaii-Alaska-Oregon) proposal for

establishing an FAA Pan-Pacific Test Range for Unmanned Aerial Systems (as one of

six national test sites that will integrate Unmanned Aerial Systems into the national air

space).

Obtained funding from the State Legislature and a matching grant from the Federal
Aviation Administration to conduct the environmental assessment and other analytical
studies required for Hawaii to apply for a commercial spaceport license from the FAA.

Worked with the State Legislature and the Research Corporation of the University of
Hawaii to establish the Pacific International Space Center for Exploration Systems
(PISCES) as a program administratively attached to OAD, supervised by a Board of
Directors appointed by the Governor, and funded through a combination of State,
federal, and private sector contributions.

Obtained State seed funding to begin development of an Aerospace Research Park that
will provide world-class analog facilities to test and validate new technologies.

Developed a national space exploration strategy for the Aerospace States Association
for cost-effective and sustainable space missions to maintain U.S. leadership in this
industry (currently being reviewed by Congress and select federal agencies).

Conducted a professional workshop at NASA Ames Research Center and Leaders
Summit in Hawaii involving principals from NASA, major aerospace companies and
universities to develop a conceptual model for an international research park on the
Moon (to be prototyped at PISCES in Hawaii).

Inaugurated the Pacific International Space Alliance (PISA), headquartered in Hawaii, to
provide a forum for government, industry and university leaders to enable multinational
collaboration in robotic and human space missions.

Served as Secretariat for the State Starlight Reserve Committee to develop a statewide
strategy to reduce nighttime light pollution ("skyglow") to advance astronomy, protect
endangered species, improve human health, and conserve energy (launched Part 1 of
this strategy through Act 287, 2012 Session, requiring fully-shielded lighting for
replacement State light fixtures).

Served as Secretariat for the Governor's Aerospace Advisory Committee which has
developed a Hawaii Aerospace Market Review & Analysis in collaboration with the
Shidler College of Business at UH Manoa.



Represented Hawaii's aerospace industry at major professional forums (the 2010 Space
Symposium of the National Space Foundation in Colorado; the 2011 National Space
Society Conference in California; the 2012 Global Space Exploration Forum in
Washington, D.C.).

Coordinated the annual statewide Real World Design Challenge in collaboration with
the Federal Aviation Administration and the Aerospace States Association — an annual
high school competition supported through public-private partnerships with the goal of
sustainably increasing the Science, Technology, Engineering, and Mathematics (STEM)
workforce nationwide.

OP’s enabling statutes, which can be summarized as follows:

X “To improve the planning process in this State, to increase the effectiveness of
government and private actions, to improve coordination among different
agencies and levels of government, to provide for wise use of Hawaii's resources
and to guide the future development of the State.” See HRS §226-1.

x To “provide for the effective management, beneficial use, protection, and
development of the coastal zone.” See L. 1977, ¢ 188, § 1.

x To “preserve, protect and encourage the development of the lands in the State
for those uses to which they are best suited for the public welfare.” See L. 1961,
c 187, 8 1.

x To plan, coordinate and maintain a comprehensive, shared statewide planning
and geographic information system and associated geospatial database. See
HRS 8§225M-2(b)(4)(B).

In addition, the following list of accomplishments is responsive to the Governor's New
Day priorities, available at http://governor.hawaii.gov/a-new-day-in-hawaii-plan.

x Ensuring Community Benefits Wh ile Addressing Impacts to State
Infrastructure and Public Trust Resources. Coordinated with relevant county,
state, and federal resource agencies and petitioners before the State Land Use
Commission (LUC) to present the State’s position regarding state district boundary
amendment reclassifications. These cases resulted in reclassifying over 3,000
acres of land from the Agricultural to the Urban District. Notable petitions concluded
during this reporting period include Hoopili (Oahu), Koa Ridge (Oahu), and A&B
Waiale (Maui). These projects will provide nearly 20,000 homes, including 6,500
affordable units. The residential, commercial and industrial developments will result
in 5,500 construction jobs per year and 10,500 operational jobs.

x Conserving the State’s Agricultural ~ Land Resource Base and Assuring the
Long-Term Availability of Agricultural Lands for Agricultural Use.  Provided
data and information based on Hawaii's Important Agricultural Lands (IAL) criteria



under HRS § 205-50. During the reporting period, the LUC ruled on more than
70,000 acres of land on the islands of Kauai, Hawaii, and Oahu.

Improving Science and Communi ty Based Decision-Making. At the request of
Governor Neil Abercrombie and the late Senator Daniel K. Inouye, OP formally
began the statewide process of selecting a site in Hawaii for a National Estuarine
Research Reserve (NERR). As part of the NERR system, Hawaii will attract federal
monies to support science and community based stewardship of our coastal
resources.

Providing Access to Planning Tools and  Guidance for the Public and Private
Sectors and Communities.  OP revised its website to make it easier for planning
and land use professionals and the public to easily access guidance and information
for navigating Hawaii’s statewide land use and planning framework

at http://planning.hawaii.gov. The site includes “Regulatory Resources,” a “Planners
Toolbox,” and easy access to geo-spatial data and tools. Tools include the following
reports and guidance completed during the reporting period: Hawaii Watershed
Guidance, November 2010; A Participant’s Guide to the Special Management Area
(SMA) Process in Hawaii, updated 2012; Stormwater Impact Assessment:
Connecting primary, secondary and cumulative impacts to Hawaii’'s Environmental
Review Process, June 2013; and Methodologies to Assess the Value of Coastal
Zone Management (CZM) Special Management Area (SMA) Permit Program, May
2013.

Making Hawaii Resilient to th e Impacts of Climate Change. One of Governor Nell
Abercrombie’s specific New Day initiatives is adapting to climate change. OP lead
the effort to develop and pass Hawaii's climate change adaptation policy in 2012
(Act 283, codified as HRS §8226-109). OP has been recognized nationally for its
efforts in cooperation with county, state, and federal entities to integrate the policy,
for example, see Adaptation Policy Helps Prepare Hawaii for the Future, published
in Coastal Services Magazine’s March/April 2013 edition

at http://1.usa.gov/149GgOo. Current and future actions include identifying areas
where the policy can be implemented in existing planning and permitting processes
and developing tools and management practices that governmental agencies can
utilize. OP setup a new web site to move this initiative forward at
http://1.usa.gov/11Hu97n.

Increasing Hawaii’'s Economic Competitiveness through the Hawaii Statewide
Comprehensive Economic Devel opment Strategy (CEDS).  OP in partnership
with the Economic Development Boards, county Economic Development Agencies,
and the Economic Development Alliance of Hawaii prepared the 2010 Statewide
CEDS to make job creation infrastructure projects eligible for federal Economic
Development Administration (EDA) funds from 2010 through 2015. Accepted in
March 2011 by EDA, the 2010 CEDS (Report) is an economic development strategy
document for the State to increase its economic competitiveness. The Report
supports key industry clusters through proposed strategies and projects for
implementation. Completion and acceptance of the Report demonstrates that the



State of Hawaii has gone through a deliberative and thorough planning process to
provide a framework for recommending projects for EDA funding. A CEDS is a
precondition to obtain funding under most EDA grant programs. This Report is an
update of the 2005 CEDS prepared by OP.

Enabling Increased Food Security and Food Self-Sufficiency. OP received a
$100,000 EDA grant to develop a strategic plan for increased food security and food
self-sufficiency in Hawaii. OP partnered with the Department of Agriculture (DOA) to
develop the plan and perform an assessment of the condition of agricultural irrigation
systems in the State. The Hawaii Increased Food Security and Food Self-
Sufficiency Strategy (Strategy) was published in October 2012. It was presented by
Governor Neil Abercrombie at the Hawaii Farm Bureau Federation’s annual
convention, and to the DOA Board of Agriculture and the Hawaii Green Growth
Initiative. The project received favorable news coverage, including a front-page
article in the Honolulu Star Advertiser. Copies were distributed to State and county
agencies, stakeholders, and public libraries statewide. Documents are available
online athttp://hawaii.gov/dbedt/op/special_plans.htm.

Promoting State Transit Oriented Development (TOD). OP was designed by the
Governor to coordinate statewide planning issues related to TOD. This effort stems
from OP’s leadership in the coordination and development of the report

entitled, Leveraging State Agency Involvement in Transit-Oriented Development to
Strengthen Hawaii's Economy, dated December 12, 2012. The final report is
available at http://planning.hawaii.gov/spb/transit-oriented-development.

Developing and Making Tools Available  to Support Comprehensive Land Use
Planning. OP’s Statewide GIS Program launched an innovative new mapping site
at http://histategis.maps.arcgis.com/home/. State agencies and public users of the
site can get quick access to information from a variety of agencies in the “Public
Gallery” and can quickly and easily make maps of their own using data found on the
site and on the web. For example, an interactive map was developed that shows
state owned parcels near rail stations (http://bit.ly/14dAjRm). Currently, the Gallery
contains maps and applications from OP, the DBEDT Energy Office, DBEDT
Research and Economic Analysis Division, and the State Department of Health.

Making Land Use Tools Available to th e Public and Private Sectors and
Communities. OP’s GIS program, along with partners the Office of Information and
Technology (OIMT) and the Pacific Disaster Center launched a new spatial data
viewer at http://gis.hawaii.gov/higis/. The launch of this site and the one described
above both allow those not familiar with GIS technology to easily view and
manipulate State geo-spatial information. For those who want direct access to the
data, the GIS Program data download site (http://planning.hawaii.gov/gis/download-
gis-data/), in operation for nearly 20 years, has recently been redesigned to be more
compatible with national standards for data organization and categorization.

Supporting Land Use Planning Tools th  at Enable Renewable Energy
Development . OP’s GIS program, along with partners OIMT and the DBEDT



Energy Office, launched two renewable energy applications, including an application
that shows sun exposure on over 10,000 buildings in the downtown Honolulu and
Waikiki areas (http://bit.ly/12croPG).

Coordinating and Facilitating the Sust  ainable Use of Ocean and Coastal
Resources . Finalized the 5-year update of the Statewide Ocean Resources
Management Plan (ORMP) in coordination with county, state, and federal

agencies. This version moves the plan from the Demonstration to the Adaptation
Phase, and provides greater focus on specific Management Priorities, goals and
measurements of progress that state and county natural resource agencies will
address in the next five years. The updated plan addresses many New Day Plan
goals such as government being a good environmental steward, renewable energy,
sustainable use and management of natural resources, healthy ocean economy, and
long-term planning for the environment and natural resources.

Implementing the National Ocean Polic y (NOP) to Benefit the People of

Hawaii. Hawaii’s oceans and coasts fuel our economy, support our cultures,
provide and create jobs, give mobility to our armed forces, enable safe movement of
goods, feed our communities, and provide places for recreation. OP is the lead
agency for coastal and ocean policy management and regional, national, and
international planning under HRS §8225M-2. The NOP is an opportunity to assert
Hawaii’'s regional, national, and international needs. The Director of OP was recently
elected by fellow members to be the Co-Chair of the Pacific Regional Planning Body
and the Chair of the Pacific Regional Ocean Partnership (http://1.usa.gov/ZMhzog),
organizations to which he was designated by the Governor to represent the State’s
interests. The purpose of these partnerships is to ensure that our resources are
managed sustainably for current and future generations. Hawaii efforts are made
possible by a federal grant of $250,000 from NOAA to develop a Hawaii Sub-
regional Ocean Partnership in order to implement the NOP and the ORMP.

Providing Planning Assistance to Sist  er Agencies and Pr omoting Regulatory
Efficiency . OP provides planning assistance to various state agencies related such
things as alternative energy and affordable housing projects. These projects require
staff expertise in facilitation, community outreach, permitting and land use guidance,
and interfacing with county planners. In addition, the CZM program has been
working with the county, state, and federal agencies to streamline review of native
Hawaiian fishponds, develop special management area permitting efficiencies, and
address stormwater runoff issues in planning. In particular, the CZM program took
advantage of three streamlining opportunities involving U.S. Army Corps of
Engineers general permits: GP2011-001 Maintenance Clearing of Rivers, Streams,
Storm Drains and Beach Areas; GP2011-003 Hawaii Kai Marina and Entrance
Channel Maintenance Dredging; and the 2012 Nationwide Permits.

Ensuring Effective Management, Benefici  al Use, Protection, and Development
of the Coastal Zone.



o0 Granted six (6) SMA Minors and four (4) SMA Use Approvals for
developments within the Community Development District of Kakaako
including approvals for phase Il of University of Hawaii (UH) Cancer Research
Center; replacement of harbor-front restaurant (John Dominis Restaurant)
and multiple-purpose building with restaurant and multi-use assembly and
hospitality uses, with parking and support facilities; construction and
installation of modular office building for the Sheriff Division, the State
Department of Public Safety; and installation of Ala Moana wastewater pump
station force mains #3 and #4.

o Ninety-nine (99) federally permitted actions and federal activities were
reviewed for consistency with State enforceable policies under CZM federal
consistency regulations (15 C.F.R. part 930). Noteworthy federal consistency
activities included Iroquois Point Beach Restoration and Stabilization, Ewa,
Oahu; Waikiki Beach Maintenance Project, Honolulu, Oahu; Kaena Point
Satellite Tracking Station De Minimis Activities, Waianae, Oahu; and the Ahi
Open Ocean Aquaculture Project Test Phases, North Kohala, Hawaii.

o Federal Consistency Workshop held in Honolulu on March 16, 2010. The
workshop was presented by NOAA'’s Office of Ocean and Coastal Resource
Management, and attended by representatives of State and federal agencies.

x Empowering Community Base d Planning Solutions.

o Funded (CZM Federal Funding) the annual, Get the Drift and Bag It!, cleanup
event. The event is part of the Ocean Conservancy’s International Coastal
Cleanup and is held worldwide on the third Saturday of each September.

0 Funded (CZM Federal Funding) the printing of, My Hawaii Story Project 2010,
a collection of stories and poems written by Hawaii middle school students.
The project supports ORMP Perspective 3 on promoting collaboration and
stewardship by developing education and outreach programs to educate
residents and visitors on natural and cultural resource values, regulations,
and best practices.

o0 Funded (CZM Federal Funding) the re-printing of the, Homeowner’s
Handbook to Prepare for Natural Hazards, a publication by the UH Sea Grant
College Program, in preparation for the start of the hurricane season. The
book has had three print runs with over 30,000 copies distributed since 2007.

o0 Co-sponsored (CZM Federal Funding) a hands-on, capacity-building and
networking workshop on Maui focusing on ahupuaa management and youth
engagement. The Ecosystem-Based Management Resources Guide was
also developed for workshop participants. The workshop had more than 80
participants, almost 30 of them youth, representing 22 communities from
across the State.



o Funded (CZM Federal Funding) and supported the project entitled, Building
Community Capacity through Education and Outreach to Address Land-
Based Pollution in Maunalua Bay (Oahu), a partnership between the UH Sea
Grant Program and Malama Maunalua. This project implements the Hawalii
Coastal Nonpoint Pollution Control Program Management Plan’s Pollution
Prevention Management Measure for urban areas.

o0 Funded (CZM Federal Funding) and supported publication of 5,000 copies of
E Malama | Na Aina Kumu Wai O Maunalua: A Watershed Handbook for the
Residents of Maunalua, a 48-page manual for residents of the Maunalua
watershed. The Handbook was a project by Malama Maunalua and the UH
Sea Grant Program.

o Funded (CZM Federal Funding) and supported a partnership project between
the County of Hawaii and the community group Ka Ohana O Honuapo to
develop an integrated habitat restoration plan for Honuapo estuary, a
significant natural and cultural feature of the county's Honuapo Park.

o0 Updated the Hawaii Community Stewardship Directory for 2010. The
Directory now lists 114 participating community-based organizations, which is
more than double the number that participated during the first year (2008).

x Designing Hawaii's Communities to be Resilient to Coastal Hazards. Worked

with partners on updating the State Building Code, HAR Chapter 3-180, to address
Hawaii wind design standards developed using CZM and FEMA hazard mitigation
grant funds.

Protecting Coastal Access a nd Use of Our Beaches. Shepparded the passage
of House Bill 1808, which became law in 2010 as Act 160. The law ensures public
lateral access along the shoreline by making permanent the requirement that
landowners remove human-induced, enhanced, or unmaintained vegetation
interfering with such access and empowers DLNR to maintain such access. This
law was made permanent by Governor Neil Abercrombie’s signature of Act 120, on
June 14, 2013.

Protecting Coastal and Estuarine Lands in Perpetuity so that they May be

Enjoyed by Future Generations.  Added 17 shoreline acres to Lapakahi State
Historical Park in North Kohala on the Island of Hawaii. OP is the lead for the
Coastal and Estuarine Land Conservation Program, which allows the State to use
federal monies for acquisitions. The Lapakahi acquisition was assisted by a diverse
public-private partnership of Kohala community organizations, the Trust for Public
Land (a national non-profit land conservation organization), the National Oceanic
Atmospheric Administration, the State Office of Planning's CZM program, the State
Legislature, and the State Legacy Land Conservation Program.



Since 2011, the Small Business Regulatory Review Board has undergone major
changes.

Up to June 2012, the SBRRB's statute, 201M, HRS, charged the members with
providing nominations to fill board member vacancies from names submitted by the
review board members to the Governor for his appointment; eleven members were also
required.

Effective July 2012, the following new nomination process was instituted under Section
201M-5, HRS, pursuant to Act 241, Session Laws Hawaii 2012. (See Legislative
Review for further information.) “The Board shall consist of nine members, who shall be
appointed by the governor pursuant to section 26-34; provided that: (1) Three members
shall be appointed from a list of nominees submitted by the president of the senate; (2)
Three members shall be appointed from a list of nominees submitted by the speaker of
the house of representatives; (3) Two members shall be appointed by the governor; (4)
The director of business, economic development, and tourism, or the director’s
designated representative, shall serve as an ex officio voting member of the board; (5)
The appointments shall reflect representation of a variety of businesses in the State; (6)
No more than two members shall be representatives from the same type of business;
and (7) There shall be at least one representative from each county.” Further,
“nominations shall be solicited from small business organizations, state and county
chambers of commerce, and other interested business organizations. Except for the ex
officio member, all members of the board shall be either a current or former owner or
officer of a business and shall not be an officer or employee of the federal, state, or
county government.”

As a result of the amended HRS, a "new" board began in December 2012. Since then,
six board meetings have been held. To date, the board has been working with eight
out of the nine required members. Some of the board's highlights include:

- Creating a brand new SBRRB brochure for outreach purposes to be distributed at
small business organizations; i.e., chambers of commerce, etc.
- Review of the following rules:

1. DHS Med-QUEST's Affordable Care Act rules (also known as Obamacare) - the
SBRRB recommended the rules proceed to public hearings.

2. DCCA's Rules relating to Professional Engineers, Architects, Surveyors and
Landscape Architects - where several testifiers provided their input to encourage the
SBRRB to approved and send the rules to the Governor for his approval for public
hearing. Both pre-public hearing and after public-hearing statements were reviewed by
the SBRRB. After public hearing, the SBRRB recommended to the governor to adopt
the rules.



3. DOH rules relating to Water Quality Standards and Water Pollution Control, prior to
public hearing. The SBRRB urged DOH to proceed to public hearings as soon as
possible due to the expiration of (expired 10-2012) general permits for the National
Pollutant Discharge Elimination System).



Richard C. Lim, Director
Department of Business, Economic Development & Tourism
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SenateCommitteeon Economidevelopment,
GovernmentOperationsand Housing

e Overview

* Agencies
— HSDC Energy
— HCDA OP
— HHFDC CBED
—HTDC HTA
— :TZ

e Questionsaand Answers
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DBEDPowersand Duties

Makebroad policydeterminationswith respectto
economicdevelopment

Jurisdictionoverthe LandUseCommissiorand State
PlanningOfficeand StatePlanningAct

Researcland PromotionalFunctions

— Developmen{(industrial,land, credit)

— Promotion

Administrativeresponsibilityfor all attachedagencies

Filmpermitting, Officeof International Affairs,Energy
Office



GuidingPrinciples

Organicgrowth versusbusinessttraction
Highvalueadd/export/highwages
Supporthighgrowth companies
Networkdensity

P3— publicprivate partnerships
Focus]nvestment,Perseverance



FunctionalOrientation

DBEDT visioning,conveningpromoting

HSDC capitalformation andbusinessacceleration
HCDA/NELHAplacebaseddevelopment
HHFDChousing

HTDC:businesdormation, incubation,mentoring,
clusterpromotion

OP: longrangeplanning
FTZ.exportassistancemanufacturingncubation
CBEDrural communityassistance

HTA: tourism
Energy:keyinfrastructure,cleanenergyinnovation




KeyPriorities

o 215t Centurylnfrastructure
— Alirlift
— Broadband
— Energy

 Housingand UrbanRevitalization

e HighGrowthInitiative

— InnovationSector(knowledgeand creative
sectors)

— Clusterqplacebasedeconomicdevelopment)
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DIRECTOR’S STATEMENT

DBEDT's mission continues to be achieving a Hawaii economy
that embraces innovation and is globally competitive, dynamic
and productive, providing opportunities for all Hawaii’s citizens.

In particular, we serve as an advocate for renewable energy
development, a resource for analytic data, and a facilitator for
business development.

Through our attached agencies, we also foster planned communi- Richard Lim

ty development, create affordable workforce housing units in high
-quali